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E.O. 11652: GDS 
TAGS: ENRGCIEC 

SUBJECT: CIEC ENERGY G-8: APRIL 7 

REF: (A) OECD PARIS 10342; (B) STATE 068642 (NOTAL) 
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1. SUMMARY: APRIL 7 MEETING OF CIEC ENERGY G-8, 

CHAIRED BY U.S. REP ENERGY COMMISSION CO-CHAIRMAN 
BOSWORTH, REAFFIRMED BROAD CONSENSUS ON ENERGY COM- 
MISSION OBJECTIVES AND TACTICS. POSITIONS TAKEN ON 
SUBSTANCE OF ISSUES. WHICH COVERED MOST OF QUESTIONS 
POSED IN REF B. ARE OUTLINED BELOW. STATEMENTS BY 

U.S. REP REPORTED BELOW ARE FOR POSTS' INFORMATION 
AND SHOULD NOT BE VIEWED AS GUIDANCE. END SUMMARY 

2. ADEQUACY OF SUPPLY. THE G-8 AGREED THAT RECOGNI- 
TION BY PRODUCERS OF THEIR RESPONSIBILITY FOR ASSURING 
AN ADEQUATE SUPPLY OF OIL IS ONE OF ITS KEY CIEC OBJEC- 
TIVES. WITH PROSPECT FOR MORE ATTRACTIVE PACKAGE IN 
OTHER COMMISSIONS THAN IN NOVEMBER, THERE WAS A CONSEN- 
SUS THAT G-8 SHOULD SEEK A STRONGER FORMULATION ON THIS 
QUESTION THAN IT HAD LAST FALL. MOST DELEGATES CONCUR- 
RED THAT LITTLE POSSIBILITY EXISTED FOR EXPANDING 

CIEC’S ADEQUACY OF SUPPLY LANGUAGE BUT THE EC SAID ONE 
MORE EFFORT - EVEN IF LIKELY TO FAIL - SHOULD BE MADE 
TO INCORPORATE POLITICAL INTERRUPTION INTO THE CONCEPT. 

3. ENERGY TRANSITION PERIOD. THE G-8 AGREED ON THE 
IMPORTANCE OF EXPLICIT REFERENCE TO THE TRANSITION PERI- 
OD AND TO RESISTING G-19 EFFORTS TO DELINEATE SPECIFIC, 
SHORT TIME PERIOD FOR TRANSITION. SOME DEGREE OF 
ACCEPTANCE OF CONCEPT THAT OIL AND GAS SHOULD BE GRADU- 
ALLY RESERVED FOR USES WHERE THERE ARE NO READY SUBSTI 
TUTES WOULD PROBABLY BE REQUIRED. THE GROUP CONCURRED 
THAT REFERENCE TO FUTURE UNCERTAINTY OF SUPPLY WOULD 
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SUPPORT THE NEED FOR CONTINUED ENERGY DISCUSSIONS. 

4. PRICE. IT WAS GENERALLY AGREED THAT THE SUBSTANCE 
OF THE VIEWS OF THE TWO SIDES ON THE PRICE ISSUE WAS 
IRRECONCILABLE. IT IS LIKELY THAT ANY COMMUNIQUE REFER- 
ENCE WOULD HAVE TO INVOLVE A TRADE-OFF IN SPECIFICITY 
BETWEEN THE G-8’S LANGUAGE ON MACOR-ECONOMIC IMPACT OF 
OIL PRICES AND G-19 S LANGUAGE ON PRESERVATION OF PUR- 
CHASING POWER. SINCE WE AND REST OF G-8 WERE NOT PRE- 
PARED TO MOVE ON INDEXATION, IT WAS GENERALLY AGREED 
THAT THE LIKELY COMPROMISE WOULD BE GENERAL NON-SPECIFIC 
LANGUAGE ON PRICE - PERHAPS ELIMINATING SEPARATE 
CHAPTER ON THAT ISSUE - IN WHICH CASE WE WOULD SEEK TO 
WEAVE POINTS ON MACRO-ECONOMIC IMPACT INTO CHAPTERS ON 
SUPPLY AND COOPERATION. EC REP SUGGESTED ANOTHER RESO- 
LUTION OF THIS ISSUE WOULD BE FOR THE TWO SIDES MERELY 

TO STATE THEIR OPPOSING VIEWS. BOSWORTH RESPONDED THAT 
U.S. WOULD PREFER AGREED GENERAL LANGUAGE BUT WOULD BE 
WILLING TO LOOK AT IDEA OF SEPARATE FORMULATIONS. 
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5. COOPERATION: IEI. ON INTERNATIONAL ENERGY INSTI- 

TUE, BOSWORTH REITERATED POSITION VOICED AT GENERAL G-8 
BY UNDER SECRETARY COOPER THAT PROPOSAL REMAINS ON THE 
TABLE AND THAT WE ARE PREPARED TO PURSUE IT ACTIVELY, 
PROVIDED LDC'S DISPLAY AN INTEREST IN IT. THIS VIEW WAS 
GENERALLY SUPPORTED. EC REP (LE CHEMINANT) INDICATED 
THAT WHILE COMMUNITY HAD NOT YET REACHED A DECISION ON 
IEI, PROSPECTS FOR BACKING IT WERE GOOD. THE GROUP CON- 
CURRED THAT IEI SHOULD BE FOCUSSED EXCLUSIVELY ON ENERGY 
AND THAT SHOULD NOT BE VIEWED AS VEHICLE FOR ONGOING 
ENERGY CONSULTATIONS. 

6. R & D COOPERATION. G-8 WAS AGREED THAT CONCEPT OF 

R & D COOPERATION WITH LDC'S SHOULD BE PURSUED ALTHOUGH 
LANGUAGE SHOULD BE KEPT GENERAL AT THIS TIME. YET 
CONCEPT WOULD HAVE TO BE ELABORATED SUFFICIENTLY TO EN- 
SURE THAT OFFER OF COOPERATION HAS CREDIBLE, CONCRETE 
BASIS. NO DISSENT WAS EXPRESSED TO BOSWORTH'S VIEW 
THAT IEA R & D COOPERATION WITH LDC'S SHOULD NOT BE 
SEEN AS AN AID MECHANISM. THE IAPANESE DELEGATE SUG- 
GESTED THAT IT MIGHT BE COUNTER PRODUCTIVE TO SEEK 
SPECIFIC REFERENCE TO IEA PROGRAMS IN THE COMMUNIQUE. 

7. FINANCING LDC ENERGY DEVELOPMENT. WITH REGARD TO 
FINANCIAL ASSISTANCE TO ENERGY DEVELOPMENT, BOSWORTH RE- 
ITERATED COOPER'S STATEMENT THAT USG IS SERIOUSLY CON- 
SIDERING BUT HAS NOT YET FIRMLY DECIDED UPON-CONCEPT 
THAT IBRD SHOULD BE ASKED TO DEVOTE A PORTION OF LIKELY 
GENERAL CAPITAL INCREASE TO EXPANDED LENDING FOR LDC 
ENERGY DEVELOPMENT. THE BANK'S FINANCIAL ROLE IN ENERGY 
PROJECTS WOULD BE MODEST, BUT ITS INVOLVEMENT WOULD 
SERVE AS A CATALYST FOR PRIVATE CAPITAL, UPON WHICH LDC 
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ENERGY DEVELOPMENT MUST PRIMARILY DEPEND. PUBLIC CAPI- 
TAL SHOULD NOT GO INTO ENERGY EXPLORATION BECAUSE OF 
HIGH RISK INVOLVED. YET ADVANCE UNDERSTANDING OF THE 
BANK'S PARTICIPATION IN DEVELOPMENT PHASE WOULD LIKELY 
STIMULATE INCREASED PRIVATE INVESTMENT INTO EXPLORATION 
BECAUSE COMPANIES WOULD HAVE GREATER CONFIDENCE THAT 
THEY WOULD ALSO BE ABLE TO PARTICIPATE IN DEVELOPMENT 
PHASE AND EARN A SATISFACTORY RATE OF RETURN ON THEIR 
INVESTMENT. BOSWORTH EMPHASIZED THAT SUCH AN ENERGY 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


FINANCING PROPOSAL, SHOULD IT BE APPROVED BY THE U.S. 

AND OTHER G-8 MEMBERS, SHOULD NOT BE NEGOTIATED IN CIEC. 
INSTEAD CIEC WOULD RECOMMEND THAT THE IBRD INCREASE ITS 
LENDING FOR ENERGY DEVELOPMENT AND THAT CONTRIBUTORS 
TAKE THIS NEW PRIORITY INTO ACCOUNT IN CONSIDERING IBRD 
CAPITAL INCREASE. CIEC WOULD REMAND ISSUE TO IBRD, OR 
PERHAPS MORE APPROPRIATELY TO DEVELOPMENT COMMITTEE, FOR 
DETAILED ELABORATION AND NEGOTIATION. 

8. ALL DEIS SHOWED CONSIDERABLE INTEREST IN IDEA FOR 
LDC ENERGY FINANCING, AND SEVERAL ECHOED BOSWORTH'S 
VIEW THAT SUCH A PROPOSAL COULD SUBSTANTIALLY ENHANCE 
ATTRACTIVENESS OF G-8 CIEC PACKAGE. 

9. CONTINUING ENERGY CONSULTATIONS. THE G-8 REAFFIRMED 
SUPPORT FOR CONTINUING ENERGY DIALOGUE AFTER CIEC ENDS 
AND AGREEMENT WITH TACTICS DISCUSSED IN G-8 HORIZONTAL 
GROUP ON PREVIOUS DAY. 

10. PROCEDURAL ISSUES. BOSWORTH INDICATED THAT 

HE HOPED THREE WORKING GROUPS (ON SUPPLY, PRICE AND 
COOPERATION) ESTABLISHED LAST NOVEMBER COULD BE CONVERT- 
ED INTO SINGLE CONTACT GROUP COVERING ALL AREAS. AS FOR 
PAPERS DRAFTED IN NOVEMBER, BOSWORTH HOPED THEY COULD BE 
DISCARDED SO THAT CONTACT GROUP COULD BEGIN WITH FRESH 
DISCUSSION OF ISSUES, ESTABLISHING SMALL DRAFTING 
PARTIES TO DEVELOP LANGUAGE ONLY AFTER PRELIMINARY 
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DISCUSSION OF EACH SUBSTANTIVE ISSUE. HE SAID HE HOPED 
TO CONTACT CO-CHAIRMAN TAHER EARLY NEXT WEEK TO SEEK 
HIS AGREEMENT ON THIS PROCEDURE. OTHER DELS CONCURRED 
WITH THESE PROCEDURAL SUGGESTIONS. 

1 1 . INFO ADDRESSEES WILL PLEASE NOTE THAT FOREGOING 
REPORT IS FOR THEIR INFORMATION ONLY AND THAT STATEMENTS 
OF THE U.S. REP SHOULD NOT BE REGARDED AS GUIDANCE. 

TURNER 
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